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1953 

1952 

1951 

Gross profit. 

. . $5,933,918.67 

$5,273,408.45 

$4,137,156.66 

Net income before income taxes . 

. . 1,412,700.18 

1,236,509.52 

1,262,200.86 

Provision for income taxes .... 

. . 760,053.15 

662,340.55 

618,413.46 

Net earnings after income taxes . . 

. . 652,647.03 

574,168.97 

643,787.40 

Depreciation charged to operations . 

. . 682,940.84 

547,184.46 

359,430.61 

Earnings per share before taxes . 

. . 2.02 

1.77 

1.80 

Income taxes per share. 

. . 1.09 

.95 

.88 

Earnings per share after taxes . 

. .93 

.82 

.92 

Depreciation per share. 

. . .98 

.78 

.51 



























T O 


THE STOCKHOLDERS 

FOR THE YEAR 1953 



THE ANNUAL MEETING 

of stockholders will be held on March 
23, 1954. A formal notice of this 
meeting, together with proxy and proxy 
statements, will be mailed to each 
stockholder on or about February 19, 
1954, at which time proxies will be 
solicited by the management. 

The information herein contained 
is published solely for the benefit of 
the company's stockholders. No state¬ 
ment in this booklet is made for the 
purpose of inducing the purchase of 
securities issued by the company. 


DR PEPPER CO. 

5523 E. Mockingbird Lane 
Dallas, Texas 
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TO THE 



Dallas, Texas, February 18, 1954 


Increased sales and accelerated market developments 
highlighted 1953, the 67th year in the history of Dr Pepper. 

While sales continued to climb, with 1953 marking the 
4th consecutive year in which sales of Dr Pepper exceeded 
those of the previous year, your Company maintained its 
record of uninterrupted dividend payments to stockholders 
for the last twenty-four years. 

The four quarterly dividends in 1953, totaling 60c a share, 
were the 93rd, 94th, 95th and 96th consecutive quarterly 
dividends. 

Net earnings increased 14% to the highest point during 
the last five years even though syrup prices to our customers 
have not been increased. 

The two principal factors contributing to Dr Pepper’s 
earnings in 1953 were increased sales and improved efficiency 
in our operations. A number of highly significant and encour¬ 
aging developments contributed to our 1953 sales progress. 
Among them were: 

The introduction of the single-drink Dr Pepper 
cup vendor which has been hailed as a revolutionary 
advancement in soft drink vending. On the market for 
less than a year, the vendor has already received wide 
acceptance. 

The opening of a modern new plant in the mid¬ 
west heartland at St. Louis, the fifth company-owned 


bottling plant; the initial step in a carefully planned 
expansion program to establish Dr Pepper availability 
through new franchise operations in important metro¬ 
politan markets. 

The accelerated movement of Dr Pepper bottlers 
to convert to exclusive Dr Pepper operations. By year’s 
end, the number of bottlers who were marketing 
Dr Pepper exclusively had more than tripled. 

Dynamic advertising and public relations pro¬ 
grams, backing your Company’s aggressive sales and 
promotion policies. Through combined advertising, 
public relations and publicity, Dr Pepper made its 
greatest impact on the American public during 1953. 

The promise of 1954 is even greater than the accomplish¬ 
ments of 1953. Using sound, time-tested growth formulae, 
your Company will continue to move ahead in the coming 
year. The soft drink industry as a whole is far from the 
full realization of its maximum potential. Dr Pepper’s sales 
increases in recent years indicate we have the greatest growth 
potential of all. Your Company enters 1954 with confidence 
and optimism. 

To Dr Pepper employees, customers and stockholders, our 
most sincere appreciation for their enthusiastic support and 
continued good will. It is they who are responsible for our 
past achievements and our future growth. 


President Chairman of the Board 
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The Dr Pepper Company started the year 1953 with two main 
objectives: to increase sales and effect savings wherever possible. 
To achieve the first, greater emphasis was placed on sales training, 
on investing dollars where they could produce more sales and on 
marketing programs that would build greater consumer accept¬ 
ance for Dr Pepper. To achieve the latter, programs and expendi¬ 
tures were examined carefully in the interest of wise and profitable 
investment. 

The 1953 Dr Pepper advertising and marketing program was 
completely coordinated and featured a direct approach to 
each of the key markets. 
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CUP 

VENDORS 


MARKETING APPROACH 

There are four major Dr Pepper markets. In order to reach 
each of these markets effectively. Dr Pepper s program in 1953 
singled out the most appropriate selling and advertising media 
that would get the best results. 

For the home market, special merchandising and sampling 
programs were used featuring the new 12-bottle Dr Pepper carton. 
Outstanding sales increases were achieved in many markets where 
the 12-bottle carton w r as aggressively merchandised. 

The Company launched an aggressive campaign in 1953 to 
capture a greater share of the youth market, using new public 
relations selling tools, sampling and advertising. 

In the general market, which includes open-top coolers, the 
Company rearmed its selling and merchandising force to do a 
more effective job and made good progress in this area. 

The vendor market, which actually takes in practically every 
other market, continued its phenomenal growth. Automatic 
vendors have revolutionized the soft drink business by making 
availability and distribution possibilities unlimited. 

There was no let-up in Dr Pepper’s aggressive program on the 
sale and placement of vendors. In fact, bottle vendors accounted 
for a large portion of Dr Pepper’s sales gains for 1953. 

Dr Pepper’s highest percentage of sales increases in 1953 came 
from its fountain sales division. The major portion of this increase 
came from the large number of Dr Pepper cup vendors which 
were introduced into the trade at mid-year. 

This new vendor has lived up to all expectations and today 
offers even greater sales possibilities. Two important facts stand 
as evidence of the success of the cup vendor. One, it does a fine 
job of refrigerating and serving Dr Pepper to the consumer. Two, 
operators are continuing to re-order additional units which is 
final evidence that the vendor is doing a good job in the trade.. 
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INDUSTRY...” 

A major phase of the Dr Pepper business is the Company’s yearly 
training program. In 1953 there were some 15 schools held in 
Dallas for Dr Pepper employees in production, vendor service 
and maintenance, and selling. 

In addition, there were regional clinics held in various parts 
of the country. Dr Pepper was first in the industry to provide a 
school for merchandisers for bottling plant personnel. To com¬ 
plete the program, there are also correspondence courses offering 
training in each of the three branches of the business. 

Hundreds of Dr Pepper employees, including those with the 
Company and from bottler organizations, received specialized 
training during 1953, helping them become better qualified and 
more capable individuals. Dr Pepper, more than ever, lays claim 
to, "The best trained organization in the industry." 
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One of the important developments which has had a significant effect 
on Dr Pepper’s progress has been the increasing number of bottlers 
who are converting their businesses to the marketing of Dr Pepper 
exclusively. While there are a number of bottlers who have been 
handling Dr Pepper only for many years, the big trend in this direc¬ 
tion actually began in 1952. Since that time the number of exclusive 
Dr Pepper plants has more than tripled. 

The advantages of an exclusive Dr Pepper operation are many. 
Bottlers find their job of producing one product much easier due to 
a simplification of work. Likewise they are finding that a concentra¬ 
tion of advertising and selling effort on Dr Pepper only produces 
greater total results and holds greater promise for the future growth 
and development. And an exclusive Dr Pepper operation is more 
profitable for the bottler. 

Net results from the exclusive Dr Pepper plant program in 1953 
are seen in the fact that 13% of the bottlers, now handling Dr Pepper 
exclusively, accounted for 43% of total volume. 
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1 to 99 
100 to 199 
200 to 299 
300 to 399 
400 to 499 
500 to 599 
600 to 699 
700 to 799 
800 to 899 
900 to 999 
1,000 to 1,999 
2,000 to 2,999 
3,000 to 3,999 
4,000 to 4,999 
5,000 to 9,999 
10,000 and over 


1,885 
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DR PEPPER COMPANY AND SUBSID 

CONSOLIDATED 


OF FINANCIAL 


ASSETS 


Current assets: 

Cash — whereof $63,929.01 restricted. 

U. S. Government short-term securities — at cost. 

Accounts receivable from customers, less allowance for doubtful accounts ($14,341.19) . 


Vending machine conditional sales contracts receivable (note 1).$207,784.84 

Less unrealized mark-up included therein ($12,031.49) and allowance for 

repossession losses ($11,722.20). 23,753.69 


Due from officers and employees .... 

Other receivables. 

Inventories — at the lower of cost or market 
Prepaid expenses. 

Total current assets. 


Vending machine conditional sales contracts receivable (note 1). 232,837.25 

Less unrealized mark-up included therein ($11,232.26) and allowance for 

repossession losses ($44,900.00). 56,132.26 


$ 140,816.76 
867,000.00 
254,750.22 


184,031.15 

14,634.87 

85,890.20 

1,607,246.50 

149,316.57 

3,303,686.27 


176,704.99 


Sundry notes receivable: 

For sales of fixed assets . . 

For past-due trade accounts 


Less allowance for doubtful notes 


71,656.82 

37,035.35 

108,692.17 

35,950.03 72,742.14 


Investment in and advances with respect to Dr Pepper de Mexico, S.A. — at cost . 
Other investments — at cost: 

Cash surrender value of life insurance policies. 

Other investments. 


20,618.56 


28,776.40 

30,000.00 58,776.40 


Property, plant, and equipment, less accumulated allowance for depreciation, $2,356,599.85 

and customers’ deposits (on bottles and cases) $196,094.30 (note 2). 4,575,140.62 

Goodwill (consideration paid for business of bottling company in excess of net book value 

of tangible assets acquired). 244,494.60 

Formulae and trademarks — at nominal value. 4.00 


$8,452,167.58 


See accompanying notes to financial statements. 
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POSITION 


W 


DECEMBER 


# 


19 5 3 


3 1 


LIABILITIES 


Current liabilities: 

Accounts payable — trade creditors. 

Remittance due bank for collections on vendor contracts sold. 

Current installments due on mortgage bonds. 

Notes payable to bank, secured by vending machine conditional sales 

contracts receivable from franchised bottlers (note 1). 

Current installments due on vending machine purchase contracts payable to bank — 


secured (note 6). 

Accrued expenses — taxes, etc. 

Federal and state income taxes. 

Total current liabilities. 

Mortgage bonds payable (note 2).$1,725,945.69 

Less installments due within one year from December 31, 1953 . 102,756.82 


Installments due subsequent to December 31, 1954 on vending machine purchase contracts 
payable to bank — secured (note 6). 


Capital stock and retained earnings: 

Capital stock (common) — authorized 800,000 shares of no par value, 
whereof 700,000 shares issued. 

Retained earnings. 


Less treasury stock, 10,000 shares at cost — reserved for sale to 
employees under restricted stock option plan (note 3) . . 

Commitments (note 5). 

Contingent liabilities (note 6). 


1,469,589.50 

3,643,103.18 

5,112,692.68 

121,334.61 


$ 180,128.85 
63,929.01 
102,756.82 

92,239.83 

397,039.53 

58,131.01 

760,053.15 

1,654,278.20 

1,623,188.87 

183,342.44 


4,991,358.07 


$8,452,167.58 
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EPPER COMPANY AND SUBSIDIARIES 
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M E N T OF 
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ETAINED EARNINGS 


Year Ended December 31, 1953 


Gross profit on sales.$5,933,918.67 

Administrative, marketing, and general expenses. 4,534,295.15 

Operating profit. 1,399,623.52 

Miscellaneous income (including interest of $23,652.66). 129,873.54 

1,529,497.06 

Less miscellaneous charges (including interest of $88,293.97). 116,796.88 

Earnings before taxes on income. 1,412,700.18 

Federal and state taxes on income. 760,053.15 

Net earnings. 652,647.03 

Consolidated retained earnings, December 31, 1952 . 3,404,456.15 

4,057,103.18 

Dividends paid by Dr Pepper Company ($ .60 per share). 414,000.00 

Consolidated retained earnings, December 31, 1953 .$3,643,103.18 

See accompanying notes to financial statements. 


NOTES TO FINANCIAL 


?. Vending Machine Conditional Sales Contracts 

At December 31, 1953, balances receivable by Dr Pepper Company 
and its subsidiaries from franchised bottlers and retail outlets for 
vending machines sold under conditional sales contracts amounted to 
$440,622.09, including $160,456.26 pledged to bank as security for 
bank loans. These contracts provide for installment payments over a 
period of 36 months as to some and for installments based upon quan¬ 
tity of beverage vended as to others. Included in the portion of these 
receivables reflected on the consolidated statement of financial posi¬ 
tion under the current assets section is an amount of $51,229.41 
receivable on recently executed contracts held for sale to bank and 
an amount of $156,555.43 estimated as collectible during 1954 (based 
upon 1953 experience) on the rest of the contracts. 

Since the latter part of 1951 it has been the practice to sell to bank 


STATEMENTS 

all new vending machine sales contracts arising from sales to bottlers 
and some of those arising from sales to retail outlets. Balances out¬ 
standing at December 31, 1953 on contracts thus sold (other than the 
contracts of bottler subsidiaries) amounted to $1,121,837.92. These 
sales are made with obligation to repurchase under certain conditions 
and with obligation to effect collections and remit them monthly to 
the bank. In the main, the contracts provide for installment payments 
designed to pay them out within 36 months from inception. 

Gross income on sales of vending machines is being taken into 
income account at the time the machine is sold except with respect 
to that which arose from certain sales made in 1950 and a part of 
1951 which is being taken into income on the installment basis. At 
December 31, 1953 there remained $23,263.75 of unrealized mark¬ 
up on those sales. 
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2. Mortgage Bonds 

On January 22, 1954, Dr Pepper Company refunded its mortgage 
bonds by issuing its real estate note in the principal amount of 
$1,717,524.21, that being the sum of the principal balances then out¬ 
standing on the mortgage bonds. This note is secured by a mortgage 
on the Company’s real estate comprising its home office property at 
Dallas, Texas, together with all its machinery, furniture, and fixtures 
situated on such property. It is payable in 167 monthly installments 
of $13,428.03 each, including principal and interest at 4% per annum, 
the first of such installments being payable February 22, 1954. 



3. Restricted Stock Option Plan 

In 1952 the Company instituted a restricted stock option plan 
(limited to 20,000 shares of common stock of Dr Pepper Company) 
for employees of the Company and its w'holly-owned subsidiaries. 
The option price is not to be less than the higher of the average cost 
of stock reacquired for the plan or the market value of the stock as 
of the date the option is granted. The options must be exercised 
within a period of five years if the employee remains employed by 
the Company or its wholly-owned subsidiaries; however, in the case 
of an employee’s termination or death, shorter periods apply. The 
Company reacquired 10,000 shares of stock for the option plan in 
1952 at an average cost of $12.13 per share. Options on 9,500 shares 
of stock have been granted to employees at an average sales price of 
SI 2.14. None of the options had been exercised at December 31, 1953. 

4. Pension Plan 

The Company and certain of its w'holly-owned subsidiaries have 
in effect a pension plan for the benefit of their employees. The Com¬ 
panies expect to continue the plan indefinitely but have reserved the 
right to amend or discontinue it at any time. Costs and expenses for 
the year include payment of $92,906.75 to the Pension Trust Trustees 
with respect to the current and past services of covered employees. 


5 . Long-term Lease Commitments 

The Company leases plant facilities in Maryland at an annual 
rental of approximately $17,500.00. The lease expires January 15, 
1961, but can be renewed for an additional ten years on substantially 
the same terms. A wholly-owned subsidiary leases plant facilities in 
Missouri at an annual rental of approximately $19,000.00. The lease 
expires March 1, 1968, but can be renewed for two additional five- 
year periods for an annual rental of $15,000.00. The subsidiary has 
an option to purchase the leased property after March 1, 1958, but 
before the lease expires, for $300,000.00 plus the actual cost of sub¬ 
sequent plant additions. 


6 . Contingent Liabilities 

The Company is defendant in a suit for damages involving can¬ 
cellation of a Dr Pepper Bottler’s License Agreement. The outcome 
of this suit, while presently not determinable, is not expected to have 
a material effect upon the financial position of the Company. 



The Company is obligated to repurchase, under certain conditions, 
the vending machine conditional sales contracts that have been sold 
to bank. The balance outstanding on such contracts amounted to 
$1,121,837.92 as to vendees other than bottling subsidiaries. 

The Company is guarantor of vending machine purchase contracts 
owed to bank by its subsidiaries amounting to $580,381.97 at Decem¬ 
ber 31, 1953. Installments thereon amounting to $397,039.53 are 
payable in 1954 and $183,342.44 thereafter. The contracts are also 
secured by vending machines included in property, plant, and equip¬ 
ment on the consolidated statement of financial position. 



THE BOARD OF DIRECTORS 

DR PEPPER COMPANY: 

We have examined the consolidated statement of financial 
position of Dr Pepper Company and Subsidiaries as of Decem¬ 
ber 31, 1953 and the related consolidated statement of 
earnings and retained earnings for the year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying consolidated statement 
of financial position and consolidated statement of earnings 
and retained earnings present fairly the financial position of 
Dr Pepper Company and Subsidiaries at December 31, 1953 
and the results of their operations for the year then ended, 
in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

PEAT, MARWICK, MITCHELL & CO. 
Dallas, Texas, February 5, 1954 
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Dr Peppers 

exceptional return 
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A Dr Pepper bottling franchise represents 
an investment possibility with unusual 
growth potential, an opportunity for excep¬ 
tional return. For Dr Pepper is a product 
with outstanding growth possibilities. Dr 
Pepper is the leading soft drink in many 
markets, second in its general area of solid 
distribution. 

Its success is due to the strong consumer 
appeal of its unique and distinctive flavor, 
and the Dr Pepper way to unusual profit is 
proven, practical and established through 
many years of experience. 


Foreign and Domestic Franchises Available 
For further information contact Franchise Director 
DR PEPPER COMPANY 
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Invest in a 

depression-proof business 

The low purchase price of soft drinks places 
them continuously within the reach of all people, 
regardless of fluctuating personal income. 

The consumption of soft drinks satisfies a basic 
human need for sustaining liquids. 

YOU CAN ENJOY GENEROUS RETURNS ON AN INVESTMENT IN THIS 
STABLE INDUSTRY NOT SUBJECT TO HIGH AND LOW LEVEL ECONOMIES 

And a Dr Pepper Franchise Offers These Attractive Business Features: 

★ No big inventory problems 

★ Fast stock turnover 

★ No long-term credit risks 

★ No large labor force 

★ Low operating cost 

★ No trade-ins 

★ Proven marketing methods 


Th* »oft drink industry represents one of the 
soundest fields for profitable investment today—it 
is truly o "depression-proof" business. The inherent 
need for liquid sustenance guarantees constant 
demand; the "take-a-break" habit with carbo¬ 
nated beveroges is deeply instilled in America's 
everyday routine; the traditional minimum selling 


price of soft drinks assures steody volume despite 
economic variations. Dr Pepper's unique and dis¬ 
tinctive flavor has grown continuously in consumer 
favor for many years. It is the leading soft drink 
in many markets .. second in its solid area of 
distribution. 


Foreign and Domestic Franchises Available 

For Further Information Contact Franchise Director 

DR PEPPER COMPANY, DEPT. B, P. O. BOX 5086 
DALLAS, TEXAS 


TO PROSPEC 


TIVE FRANCHISE 


OWNERS 


Who Says Opportunity is Dead? 



Be a DR. PEPPER Bottler 

Dr. Pepper is a product with amazing growth 
possibilities ... in a business with almost 
unlimited growth potential, the profitable soft 
drink industry. Dr. Pepper is the leading soft 
drink in many markets ... second throughout 
its solid area of distribution. The Dr. Pepper 
way to unusual profit is proven, practical and 
established through many years of experience. 

Foreign and Domestic 
Franchises Available 

For further information contact: Franchise 
Director, Dr. Pepper Company, Dept. A, 
P. O. Box 5086, Dallas, Texas. 
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DRINK DR PEPPER 


Dr Pepper’s 1953 advertising theme, "Wake Up Your 
Taste —Drink Dr Pepper," gained national recognition and 
produced a stimulating effect upon sales. Obviously, 
thousands of people were intrigued by the challenge and 
did wake up to the enjoyment of a frosty cold Dr Pepper. 












